42.503-3

below) all information and guidance
provided to the contractor.

[66 FR 42370, Sept. 19, 1983, as amended at 66
FR 2133, Jan. 10, 2001]

42.503-3 Postaward conference report.

The chairperson shall prepare and
sign a report of the postaward con-
ference. The report shall cover all
items discussed, including areas requir-
ing resolution, controversial matters,
the names of the participants assigned
responsibility for further actions, and
the due dates for the actions. The
chairperson shall furnish copies of the
report to the contracting office, the
contract administration office, the
contractor, and others who require the
information.

42.504 Postaward letters.

In some circumstances, a letter or
other written form of communication
to the contractor may be adequate
postaward orientation (in lieu of a con-
ference). The letter should identify the
Government representative responsible
for administering the contract and cite
any unusual or significant contract re-
quirements. The rules on changes to
the contract in 42.503-2 also apply here.

42,505 Postaward subcontractor con-
ferences.

(a) The prime contractor is generally
responsible for conducting postaward
conferences with subcontractors. How-
ever, the prime contractor may invite
Government representatives to a con-
ference with subcontractors, or the
Government may request that the
prime contractor initiate a conference
with subcontractors. The prime con-
tractor should ensure that representa-
tives from involved contract adminis-
tration offices are invited.

(b) Government representatives (1)
must recognize the lack of privity of
contract between the Government and
subcontractors, (2) shall not take ac-
tion that is inconsistent with or alters
subcontracts, and (3) shall ensure that
any changes in direction or commit-
ment affecting the prime contract or
contractor resulting from a subcon-
tractor conference are made by written
direction of the contracting officer to
the prime contractor in the same man-
ner as described in 42.503-2.
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Subpart 42.6—Corporate
Administrative Contracting Officer

42.601 General.

Contractors with more than one
operational location (e.g., division,
plant, or subsidiary) often have cor-
porate-wide policies, procedures, and
activities requiring Government review
and approval and affecting the work of
more than one administrative con-
tracting officer (ACO). In these cir-
cumstances, effective and consistent
contract administration may require
the assignment of a corporate adminis-
trative contracting officer (CACO) to
deal with corporate management and
to perform selected contract adminis-
tration functions on a corporate-wide
basis.

42.602 Assignment and location.

(a) A CACO may be assigned only
when (1) the contractor has at least
two locations with resident ACO’s or
(2) the need for a CACO is approved by
the agency head or designee (for this
purpose, a nonresident ACO will be
considered as resident if at least 75 per-
cent of the ACO’s effort is devoted to a
single contractor). One of the resident
ACO’s may be designated to perform
the CACO functions, or a full-time
CACO may be assigned. In determining
the location of the CACO, the respon-
sible agency shall take into account
such factors as the location(s) of the
corporate records, corporate office,
major plant, cognizant government
auditor, and overall cost effectiveness.

(b) A decision to initiate or dis-
continue a CACO assignment should be
based on such factors as (1) the benefits
of coordination and liaison at the cor-
porate level, (2) the volume of Govern-
ment sales, (3) the degree of control ex-
ercised by the contractor’s corporate
office over Government-oriented lower-
tier operating elements, and (4) the im-
pact of corporate policies and proce-
dures on those elements.

(c) Responsibility for assigning a
CACO shall be determined as follows:

(1) When all locations of a corporate
entity are under the contract adminis-
tration cognizance of a single agency,
that agency is responsible.

(2) When the locations are under the
contract administration cognizance of

770



Federal Acquisition Regulation

more than one agency, the agencies
concerned shall agree on the respon-
sible agency (normally on the basis of
the agency with the largest dollar bal-
ance, including options, of affected
contracts). In such cases, agencies may
also consider geographic location.

(d) The directory of contract admin-
istration services components ref-
erenced in 42.203 includes a listing of
CACO’s and the contractors for which
they are assigned responsibility.

[48 FR 42370, Sept. 19, 1983, as amended at 63
FR 9064, Feb. 23, 1998]

42.603 Responsibilities.

(a) The CACO shall perform, on a cor-
porate-wide basis, the contract admin-
istration functions as designated by
the responsible agency. Typical CACO
functions include (1) the determination
of final indirect cost rates for cost-re-
imbursement contracts, (2) establish-
ment of advance agreements or rec-
ommendations on corporate/home of-
fice expense allocations, and (3) admin-
istration of Cost Accounting Standards
(CAS) applicable to corporate-level and
corporate-directed accounting prac-
tices.

(b) The CACO shall—

(1) Fully utilize the responsible con-
tract audit agency financial and advi-
sory accounting services, including (i)
advice regarding the acceptability of
corporate-wide policies and (ii) advi-
sory audit reports;

(2) Keep cognizant ACO’s and audi-
tors informed of important matters
under consideration and determina-
tions made; and

(3) Solicit their advice and participa-
tion as appropriate.

[48 FR 42370, Sept. 19, 1983, as amended at 63
FR 9064, Feb. 23, 1998]

Subpart 42.7—Indirect Cost Rates

42.700 Scope of subpart.

This subpart prescribes policies and
procedures for establishing (a) billing
rates and (b) final indirect cost rates.

42,701 Definition.

Billing rate as used in this subpart
means an indirect cost rate (1) estab-
lished temporarily for interim reim-
bursement of incurred indirect costs

42.703-1

and (2) adjusted as necessary pending
establishment of final indirect cost
rates.

[48 FR 42370, Sept. 19, 1983, as amended at 59
FR 11387, Mar. 10, 1994; 63 FR 9064, Feb. 23,
1998; 66 FR 2133, Jan. 10, 2001]

42,702 Purpose.

(a) Establishing final indirect cost
rates under this subpart provides—

(1) Uniformity of approach with a
contractor when more than one con-
tract or agency is involved;

(2) Economy of administration; and

(3) Timely settlement under cost-re-
imbursement contracts.

(b) Establishing billing rates provides
a method for interim reimbursement of
indirect costs at estimated rates sub-
ject to adjustment during contract per-
formance and at the time the final in-
direct cost rates are established.

42.703 General.

42.703-1 Policy.

(a) A single agency (see 42.705-1) shall
be responsible for establishing final in-
direct cost rates for each business unit.
These rates shall be binding on all
agencies and their contracting offices,
unless otherwise specifically prohibited
by statute. An agency shall not per-
form an audit of indirect cost rates
when the contracting officer deter-
mines that the objectives of the audit
can reasonably be met by accepting the
results of an audit that was conducted
by any other department or agency of
the Federal Government (10 TU.S.C.
2313(d) and 41 U.S.C. 254d(d)).

(b) Billing rates and final indirect
cost rates shall be used in reimbursing
indirect costs under -cost-reimburse-
ment contracts and in determining
progress payments under fixed-price
contracts.

(c) To ensure compliance with 10
U.S.C. 2324(a) and 41 U.S.C. 256(a)—

(1) Final indirect cost rates shall be
used for contract closeout for a busi-
ness unit, unless the quick-closeout
procedure in 42.708 is used. These final
rates shall be binding for all cost-reim-
bursement contracts at the business
unit, subject to any specific limitation
in a contract or advance agreement;
and
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